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L k a r  Ms Doilth 

Pursuant to Section I 1206 of the Commission's ex p,rtric> rules, this lettcr IS to 
notiry y o u  Ihat on Octobcr 16, 2003, Margaret F Snyder (“Mrs Snyder”) and her 
a[toineyc met with the following mcmbers 01 thc Commission’s Staff: 

Ian Dil lnei.  
Dennis Johnson 
Jeffiey Tobias 
David Ki-cch 
WayneT McKee 
William Dever 
J o A n n  Luc;inik 
Ann Bushmiller 
Kich;ird Arsenault 
Erin McCrath 
Jclfcry Carlisle 
Clzoma Oneiyje 

Wirelinc Competition Bureau (“WCB”) 
WCB 
Wireless Telecommunication~ Bureau (“WTB”) 
International Bui-cau (“IB”) 
Mcdia Bureau (“MB”) 
WCB 
IB 
Ottice of  Gcneral Counsel (“OGC”) 
WTB 
WTB 
WCB 
WTB 

In this inceting thc parties discussed thc information and argunienls In Mrs 
Snydei‘s Petition to Dcny as Supplemcnted and made themselves available to answer 
questions trom the staff members Mrs Snyder reemphasized herrcquest that the 
licenses o1 WorldCom, Inc (“Woi Idcorn”), be designated for a revocation hearing, and 
dixussed vai-ious remedies thai mighr he fashioned as the Commission considers 
WorldCom’s application m= 



SMITHWICK 6 BELENDIUK, P.C. 

Ms MarleneH D o m h  
October 17. 2003 
I’;12c 2 

Mrs Snyder disriibutecl a copy of a letter and an investment report prepared by 
UBS Painc Webber, Inc. The repon daled June 4, 2001, copy attached hereto, reports on 
a mccting among members o f  UBS Paine Webbcr and WorldCom’s CEO Bernie Ebbers 
and  CFO Scott Sullivan. In June 2001, at the very time that WorldCom was filing 
I’i.audulcnt rinancial reports with thc Securities and Exchange Commission and the FCC, 
Ehbei-s and S u l l i v a n  wei-e telling M I S  Snyder’s financial advisors that WorldCom was a 
u f e .  solid investmcnt with excellenl growth potcntial The UBS Pane  Webber report 
glows when i t  ,iddresses what i t  believcs are the ttiture prospccrs for WorldCom. UBS 
Paine Webber, hased on i t s  discussions with WorldCom and i ts review of the publicly 
dvai lab le tinancial information, had evei-y i-casoii 10 be upbeat about WorldCom’s tuturc 
pospccts Unl’ortunalely, UBS Paine Webber’s understanding of  WorldCom’s current 
financial position and fuluic prospects was based entirely on l ies and matenal 
misi-cpresenlations to the SEC 2nd [he FCC 

Should m y  questioiis ai-ise with regard to this matter, plcase communicatc directly 

\ \ i l h  this orricc ~~ 

Aithur Belendiuk 

Ei>Cl<>SUTe 

cc Qualex International. FCC, Rooin CY-B402 



PaineWebber 

June 13.2001 

Enclosed is the most recent research report from UBS PaineWebber on WorldCorn, Inc. 
Our analyst has indicated a “strong buy” on the stock and we wanted to alert you to the 
positive developments at the company. 

Please take a few minutes to review this information and call us with any questions YOU 
may have. 

Sincerely, 



UBS PsineWebber Inc. 
Linda B Meltur + I  212 713 4847 

Pnce 18.07 
Target 33 00 
52 Week. 49 I9 - 13 UH 

June 4,2001 

Est DebVfC: 40% Dvidend. Nil Mkt Cap. 52.Sb 
Yield Nil Shrs 01s. 2.9b ROE. 6?& 
SyECR 18% Avg VoI(o00). 34157 En! Val: 83 5b 

Est BV/Shr: 16.68 cv SIX No 
P l i d  Yenr Quaricrly Estimates ~ EPS 

2000. 0.44 A 0 45 A 0.46 A 0 2 5 A  
2001 0.25 E 0 26 E 027E 0.27 E 
2w2 
2W3, 
2004. 

I Q  29 39 49 

Following an upbedl visii with WCOM late last week we remain confident that thc companj is on the road to r e c o v ~  with 
scvaal upcoming positive catalysts not reflected in WCOM shares at vay  attractive cash PIE levels, notably (1) 

Flsal Year EsUmalrs - EPS 
Prim EPS PI E Rev (m) 

DedZMK) A: 1.59 1 1  4 39090 
Dad2001 E: 1.10 1.07 16.9 40236 
Ded2002 E 1.35 1.31 13.8 42167 
Dad2003 E: I50 1.46 12.4 45 129 
Deci2oW E: 1.71 10.6 48812 

restructuring into two separate trackas following June 7 shareholder vote, providing greater visibility to the high gruwth 
WCOM Group and h g h  dividend generating MCIT backer; (2) completion of ICIX aquisition for Digex assets in early 
July 2001 timeframe, whch should boost WCOMs web-hosting capabilities; (3) stable 2QOl rcport, inclusive of foreign 
exchange impact. particularly for Embratel; and (4) improving 2H01 with WCOM Group remaining on hack likely to 
achieve its 12%-15% revenue guidance for 2001 based on strategic reposihoning. 

Hiehliehta: 
* ?kt with WCOM management provided us with confidence that the company is on track with a number of positive 
initiatives: restrucluring into the two trackas. campletioo of lntcrmedia acquisition, and related Digex assets, and 
7 -  mproving pricing trends in respective businesses. 

- We expect 2Q01 to be a relatively stable auarter with WCOM Group revenue growth closer to 12.3%, similar to IQOl, 
rather than a modest ramp, with a more substantial ramp in 2HO1. The upcoming quartu continues to be impacted by the 
foreign currency translations largely for Embratel, which masks improving growth absent which would be in mid-tccns 
range 

- We are fine-tuning our 2001 cash EPS estimate by about $0.03 for higha intauit casts due to negative carry of about 
$3.1B in higher debt replacing maturities in Augurt and November 2001, based on WCOM's recent debt raising adivities. 

0 We reiterate OUT Strong Buy rating on WCOM shares mding at 12.1% our 2001 cash EPS estimate. or 14 .5~  our 2001 
WCOM Group cash EPS estimate. not reflecting OUT expectations for m i d - t m  growth, improved strategic rCIX)-. 

We see a number of positive catalysts ahead. with WCOM on a road to rsovery and bater mabled to levvwge 

. .  . 

diffaentiatd global:to-local ass& across Tim 1 markets as well as less comp&tive routes, along with improved managed 
hosting capabilities to gain inroads into global entaprise customers. 

Amlvsis: 

company's strategic direction. Among the upcoming positive Gtalystsw; would draw attmtion to reshucn&g into dual 
tracking stocks. completion of Intermedia (IC=-1617 40-not rated) acquisition and gaining control ovu  Digex @IGX- 
61 8.20-Buy) assets. and 2QOI reporl that likely will reflect the company's return to stability, though still weighed down by 
foreign exchange impacts largely associated with the Brazilian currency on Embratel results which WCOM consolidates in 
its results and an improving 2001 outlook. particularly 2H01 as strategic initiatives become more visible in rcsult9. 

The informalion and op~nmur In thls rrporl mrc provided to UBS PdnrWebbcr Inc. by UBS Wsrburp LLC. 



RESTRUCTURING INTO DUAL TRACKING STOCKS. WorldCom will likely distribute the tracking stocks shortly af iu  
the June 7 shareholder vote, which if restructuring is approvd will result in each uisting WCOM share achangcd into 
one share of WorldCom Group (WCOM), representing the faster-growing Web-based businesses and 1/25 shara of MCI 
Group (MCITansume.  wholesale businesses). Our Strong Buy rating on WCOM and $33 price target have been largely 
dnvcn by WCOM Group, which will encompass the company's enriched global-to-loa1 asset base, trwmdous 
domestidglobal geographc reach scale and mix of business voice, data, I n t m a  and intanational including its 20% 
interest and 51% voting control in Embratel which IS consolidated in results -- generate double digit revenue growth and 
stable mid 30's EBITDA margns. We look for 13 I %  revenue growth. with a stable 2QOl report relative to lQOl and 
stronger 21101 as company likely to achieve guidance of 12%-15% in 2001. 

Ln OUT conversations with management, we remain confident that WCOM Groun remains on track with new strategic 
initiatives in manaeed web ho- @I. The- 
company is gaining traction in its recently rolled out comprehensive set of 14 managed web-hosting packages with 
accelerated time to market to national and major accounts customas with 10-15 day in savice guamntees. WCOM is 
combining its Tim I global IP backbone with DIGX's expertise and co-selling managed hosting in commercial agreements 
ahead of Ilkely July completion of the Intermedia acquisition for control of Digex assets. Once completion of deal with 
Intermedia, WCOM will be requued to selYdispose of the non Digex-related ass& within six months. Bacause of the ram 
weakness in CLEC businesses. it is likely that the DOJ will modify it's position to allow WorldCom to r e a h  some ICIX 
assets. None the less, we are nor expecting any meaningful proceeds. Under the terms of the deal, WCOM will exchange 
evcry share of ICIX with one share of WCOM stock giving ICIX holdas a 3.9% premium based on Friday's closing price. 
Additionally, WCOM will assume roughly 53.3B in debt and pay $ISOM to Digex shareholdas. 

WCOM GROUP SALESFORCE HEADCOUNT IS ABOVE BUDGET. INDICATIVE OF M W E R  TURNOVER, 
INCREASED DEMAND It is worth noting that WCOM Group's salesforce headcount is above budget for the fmt tune in 
awhile, having undergone its own transformation over the past 9-12 months, reflective of low turnover. a rW€XSd h m  last 
yew. We view this news as a positive indicator of increased demand and more favorable pricing trcndp in the mka, with 
dative stability in respective voice and data s d c e s .  WCOM u p m m c h g  the greatest competitive data prcssur*l 
in data in the tier 1 markets which account for I s s  than 20% of its data revmues with declines depending 011 routes. On the 
0 t h  hand thae  has been evidence of relative price firruing in local datq ATM and kame Services. WCOM'S SdaforcC 

appears to have adapted qute  well to pricing discipline policies. with little customer churn ~upmenced. AS an example Of 
its ability to grow with customers, through a longstanding customer relationship WCOM picked up through its MCI 
acqusition. WCOM has experienced a 25% CAGR growtb since 1987. with recent acpaasion in lhe respective customa 
relationship p e n  WCOM's differentiated network assas that can be accessed in global markets (in this particdar instance 
WCOM had network facilities in Germany). 

With respect to capital spending plana for WCOM, with the vast majonty c o m g  from WCOM Group, network plans 
remam on back. w th  2001 spending below that of $9.013 in 2000 to S8-8.5B in 2001 and 2002 cloaa to $733. As a 
member of TAT-1 4 a transatlantic cable consortium, owned by British Telccom Cable & Wireless. Deutsche Telaors and 
France Telecom, WCOM reiterated that TAT 14 is progressing well and will be available in the Fall 2001 t i m e h  with 
the planned full protected ring. 

PRELLMBIARY THOUGHTS ON THE MC!X TRACKER. MCIT will refled the pdormame of the consumer, wholesale 
long distance and dial-up lntanet access businesses (including the AOL contract). The M C R  hacker 
cash flow generation with 162.172B in 2001 EBITDA sufficient for free cash flow, afier $SOOM in cap= and roughly S280M 
in annual dividends (at a rate of S2.40 p a  share). We expect that MCIT revenues will continue to decline in the double digit 
range as y/y pricing pressures continue (particularly on wholesale side) though signs of relative pricing stability cspaMY 
on consumer voice services are apparent, reflected by ATTs  (T- S21.49-BW) ann~unced Price increases on Friday. 
Assumng that MCIT will be pnced around $20-$24 range and 1 17M outstandq FD shares, thC m k d  CBp A be roughly 
$2.3B-%2.8B3 enterprise value roughly $R.3B-$8.8B trading at about 3.8~-4x our2001 EBKDA estimate of about S2.172B 
and a GAAP PIE in the  single digits and a IO-12% dividend yield 

SECOND QUARTER REPORT WILL BE ANOTHER SIGN OF STABLE GROWH. We look for WCOM Group 
revenue growth of 12.3%. or about 16214M 
foreign exchange impact associated with WCOM's interest in Embratel consolidated in results being felt on sequential and 
Y/Y basis. it is worth rermnding investors that WCOM's revenue growth in lQOl absorbed about $19OM in fora 
fluctuations. absent whlch (we don't normellze for) WCOM Group's revenue growth would have been about 16%. 

be managed for 

incrm ental revenues,similar to the 1 QOl y/y g a h  inclusive of the continued 



Additionally, we would like to point out that Embratel represents a substantial portion (54.9%) of int~natioml ICVCIIUCS 
(SI .658B) and 14.4% of total revenues (S6.312B) in 2QO1. We therefore expect a slower ramp in revenues than previwly 
in 2001. styrmed largely by the Embratel impact. which tempers the improved stable outlook for WCOM in 2401 and full 
ycar 2001 We expect WCOM's revenues to be composed of business voice revenue decline of about 5% y/y. we look for 
mtemational revenue growth of 16.5%. data growth of 18.4% and  interne^ revenue growth Of 33%. EBITDA margins 
should remain in the 35% range similar to the lQOl level for $2.2B in EBITDA. We apec t  WCOM cash EPS of $0.30. flat 
with IQOl. and down 10% from 2Q00 cash EPS ofS0.33. 

WE STLL EXPECT A REVENUE RAMP IN 2001, WITH FULL YEAR REVENUE GROWTH LMELY TO BE IN 
THE 13.1% VERSUS 13.5% PREVIOUSLY. For conservatism's sake weare modestly fm-tuning OUT revenue growth 
estimate to 13.1%, largely impacted by intunational given that the foreign exchange impact likely to carry throughout ycar 
with Embratel's growth in local currency tams growing in solid mid-teens levels with currency translation. bringing growth 
lo rmd smgle digit Icvels. We do expect that data and IP revenues should improve throughout year, particularly second half 
based on relative pricing stabihty in these s m c e s  with the y/y price erosion felt late in 2000 being less impactful in 2HO1. 
a mmp born WCOM's web hosting initiatives. and the potential contribution born its relationship fiom Digex producing 
strong growrh albeit from a small base at thu juncture. We are reducing our 
by about $0.03 to $1.47 from $1 50 a s h  EpS with our WCOM Group cash EPS estimate going to S1.22 h m  $1.25. largely 
to accouns for negative interest carry owing to WCOM's merit debt raising activitis. which replace maturing debt in 
August and November 2001 The debt offering amounted to $1 1.9B in five tranche of ( 1 )  $1.5B 3-year bonds at 6.50%. (2)  
WOB IO-yar bonds at 7.50%. (3) $4.58 30-year bonds at 8.25% (4) 1.25B euro at 6.75%. and (5) 500M 6Iding at 7.25%. 
We are also reducing OUT full year 2002 cash EPS estimate for WCOM to $1.71 Earn $1.74 with OUT WCOM Group cksh 
EPS estimate going to $1.42 from $1.45. 

year 2001 cash EPS estimate for WCOM 

Z O O l E  Revenue EBITDA Cash EPS 
WCOM $40.2368 $11.201B $1.47 
WCOM Grp $25.733B S3.028B $1.22 
MI1 Group S14.503B $Z.172B $ 0 . 2 5  
Source: Company reports. UBS Warhurg LLC estimates 
- 


